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DISD submitted a grant application to the Department for a project titled “Building Capacity for 
a Better Future.”  This project addressed the linguistic and academic needs of DISD’s large 
Limited English Proficient (LEP) student population and their families.  The grant’s intent was 
to: (1) improve LEP students’ process thinking skills, language acquisition, and capacity to learn 
academic content by primarily providing training to participating teachers called “pilot teachers,” 
as well as interested parents; and (2) develop technical assistance centers called “model 
classrooms” in schools throughout the school district.  By the end of the fifth year of the grant, 
pilot teachers and model classrooms would be located throughout the district and, once Federal 
grant funding ended, these grant services would remain available to LEP students with little cost 
to DISD. 
 
The application identified the National Children’s Educational Reform Foundation, Inc. 
(NCERF) as a provider of contractual services and educational supplies.  Specifically, NCERF 
was identified as the contractor tasked to train the pilot teachers and parents, and develop the 
model classrooms in conjunction with DISD.  Additionally, the teaching strategies and training 
materials to be used under the grant were developed by NCERF. 
 
The Office of English Language Acquisition, Language Enhancement, and Academic 
Achievement for Limited English Proficient Students (OELA) awarded DISD a five-year 
Bilingual Education – Systemwide Improvement Grant (T291R990026) to implement the 
“Building Capacity for a Better Future” project.  The grant period was from September 1, 1999, 
through August 31, 2004, for a total grant amount of $2,616,158.  The award amounts, by budget 
period, were— 
 

9/1/99—8/31/00 $   522,066 
9/1/00—8/31/01 $   523,523 
9/1/01—8/31/02 $   523,523 
9/1/02—8/31/03 $   523,523 
9/1/03—8/31/04 $   523,523 
              Total                $2,616,158 

 
The grant was awarded to DISD on August 31, 1999, and DISD had the fiduciary responsibility 
for the administration of the grant.  According to the grant application, NCERF would receive 
$300,000 annually for providing contractual services and educational supplies to DISD.  
Disagreements between DISD and NCERF regarding this amount delayed the start of the grant 
for almost one year.  From August 18, 2000, through July 22, 2003, DISD received $2,004,362 
of $2,092,635, which was the awarded amount for the first four years of the grant.  DISD paid 
$1,245,825 of the $2,004,362 to NCERF during this period. 
 
 
 
 
 
 
DISD materially failed to deliver the services and products specified in the approved grant 
application and did not properly account for and use bilingual grant funds in accordance with 

AUDIT RESULTS
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applicable regulations, grant terms, and cost principles.  Specifically, DISD demonstrated weak 
management controls and delivered only 18.17 percent of the approved grant services and 
products for the four-year grant period, September 1, 1999, through August 31, 2003.  We 
recommend that the Department recover $1,788,853, which consists of $970,557 for non-
performance of grant services, $383,318 for unallowable costs, and $434,978 for unsupportable 
costs, due to DISD’s material failure to deliver grant services and products. 
 
Grant Services and Products Were Not Delivered 
 
DISD was awarded a five-year grant, which was scheduled to start September 1, 1999.  In the 
approved February 1999 Grant Application, DISD identified the grant services and products that 
would be delivered annually as: 
 

• 60 pilot teachers trained; 
• 100 parents trained; 
• Five model classrooms developed; and 
• All DISD’s sub-districts3 would have pilot teachers and model classrooms by the end of 

the five-year grant. 
 
EDGAR, Sec. 75.700, provides that— 
 

A grantee shall comply with applicable statutes, regulations, and approved applications, and 
shall use Federal funds in accordance with those statutes, regulations, and applications. 

 
Further, 34 C.F.R. § 80.40(a) states, “Grantees are responsible for managing the day-to-day 
operations of grant and subgrant supported activities. . . . to assure compliance with applicable 
Federal requirement and that performance goals are being achieved.” 
 
DISD did not deliver the grant services and products that were identified in the approved grant 
application.  Initial disagreements between DISD and NCERF resulted in no grant services or 
approved products being provided for the first year of the grant.  When the disagreements were 
finally resolved, with the aid of OELA officials, NCERF modified its May 2000 and December 
2000 contracts with DISD, reducing the number of pilot teachers trained for the first two years of 
the grant from 120 pilot teachers (60 teachers per year) to 30 pilot teachers for the two-year 
period.  Even with the modification, only 20 pilot teachers were trained during the first two 
years.  The third and fourth year of the grant required 60 teachers to be trained each year, per the 
approved grant application.  However, only 8 and 214 new pilot teachers were trained for the 
third and fourth years, respectively.  In total, only 49 pilot teachers were trained in four years 
instead of the 150 teachers required by the grant and contract modifications. 
 

                                                 
3  At the time the grant application was written, DISD had nine sub-districts; however, DISD has since restructured 
to eight sub-districts. 
4  Each teacher was counted only once; teachers that repeated the training sessions were not included in the count of 
pilot teachers trained in the third and fourth years. 
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During the first four years of the grant, at least 400 parents should have been trained.  However, 
no parents were trained the first year, and for years two through four, only one four-day training 
session was conducted for parents whose children were being taught by a pilot teacher.  We 
found that 46 parents who had a child in a pilot teacher classroom attended all four days of the 
training in 2000, 34 parents in 2001, and 30 parents in 2002.  In total, only 110 parents were 
trained instead of the 400 parents that were proposed in the grant application. 
 
Five model classrooms should have been established each year of the grant, for a total of 20 
model classrooms in the four-year period reviewed.  Grant funds were awarded to provide 
training materials and educational supplies to develop model classrooms or technical assistance 
centers in schools throughout the school district for pilot teachers, school administrators, parents, 
and children.  However, DISD officials were unable to demonstrate that any of the model 
classrooms had been established. 
 
Finally, the grant application stated that pilot teachers and model classrooms would be located in 
all sub-districts with LEP students.  Because all eight sub-districts have LEP students, pilot 
teachers and model classrooms should have been located in all eight sub-districts.  However, 
grant services and products were only delivered to one sub-district, and were never delivered to 
the other seven sub-districts. 
 
Even though no training occurred during the first year of the grant, DISD received grant funds 
for that year as if services and products were delivered.  In total, DISD received over $2 million 
in the four-year grant period to deliver the grant services and products summarized in the table 
below.  We used a weighted average calculation that gives equal weight to each grant service and 
product.  We calculated that the Department received only 18.17 percent of the grant services 
and products identified in the application as shown in the following table. 
 

Grant 
Services/ 
Products 

Modified 
Services/ 
Products 

Services/ 
Products 
Delivered 

Percentage of 
Services/ 
Products Delivered 

    
 Teachers Trained 150 49 32.67 
     
 Parents Trained 400 110 27.50 
 
 Model Classrooms 20 0  0.00 
 
 Sub-districts with  8 1 12.50 
 Teachers/Classrooms    
    
Weighted Average of Grant Deliverables Met              18.17% 
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Unallowable and Unsupported Expenditures 
 
DISD also did not properly account for the grant funds in accordance with all applicable 
regulations, grant terms, and cost principles.  OMB Circular A-87, Cost Principles for State, 
Local, and Indian Tribal Governments, Attachment A, Paragraph C.1 (1997) provides that— 
 

To be allowable under Federal awards, costs must . . . Be necessary and reasonable for 
proper and efficient performance and administration of Federal awards . . . Be allocable 
to Federal awards . . . Be adequately documented. 

 
Also, OMB Circular A-87, Attachment B, Paragraph 11.h (3) (1997) provides that— 
 

Where employees are expected to work solely on a single Federal award or cost objective, 
charges for their salaries [including fringe benefits] and wages will be supported by periodic 
certifications that the employees worked solely on that program for the period covered by the 
certification.  These certifications will be prepared at least semi-annually and will be signed 
by the employee or supervisory official. 

 
DISD charged the grant for $383,318 in unallowable costs.  The unallowable amount included 
payments to NCERF of $213,501 for contractual services and $135,723 for educational supplies 
that exceeded the annual amounts authorized by the grant application.  These two amounts also 
included payments in the first year of the grant when no grant services or approved products 
were provided.  The unallowable costs also included payments of $5,471 for payroll expenses for 
the first year of the grant when no services were provided, and $10,957 to NCERF for math 
backpacks and day care services that were not authorized by the bilingual grant.  Additionally, 
$17,666 was paid for stipends to parents who did not have a child in the bilingual program or 
who attended the math institute that was not authorized by the grant, and to teachers who were 
not pilot teachers in the bilingual program. 
 
Additionally, DISD charged the grant for $434,978 in unsupported costs.  The unsupported 
amount consists of $6,729 in operating costs, $135,073 in unidentified grant charges for which 
DISD was unable to provide adequate documentation or receipts, and $293,176 in payroll costs 
for the three employees that worked solely on the grant over the four-year grant period.  DISD 
did not require the three employees to attest in written certifications that they worked solely on 
the bilingual grant.  DISD obtained an exemption from requiring the certifications for several 
other Federal grants, but not for this bilingual grant. 
 
Details of the non-delivery, unallowable, and unsupported costs are discussed in Attachment A. 
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We recommend that the Director of OELA, in accordance with the provisions set forth in 
34 C.F.R. § 80.43(a) instruct DISD to— 
 

1. Refund to the Department unallowable costs of $970,557 due to DISD’s material failure 
to deliver grant services and products; and 

 
2. Refund to the Department unallowable costs of $383,318, and $434,978 in unsupported 

costs, or provide sufficient documentation to support that amount. 
 
If any of the costs questioned in Recommendation #2 are allowed, the amount allowed should be 
reduced by 81.83 percent due to non-delivery of grant services, and the same amount should be 
added to the costs questioned in Recommendation #1. 
 
 
 
 
 
On September 25, 2003, OELA issued a letter to DISD discontinuing the grant’s final year of 
funding of $523,523 because of DISD’s “Failure to Achieve Substantial Progress.”  OELA cited 
34 C.F.R. § 75.253(a)(2)(i) that states a grantee, in order to be eligible for a continuation award, 
must, among other things, have “[m]ade substantial progress toward meeting the objectives in its 
approved application.”  OELA issued its first letter on September 17, 2003, to DISD expressing 
concerns over our preliminary audit results.  OELA determined that DISD’s response, dated 
September 23, 2003, “substantiated the accuracy of the OIG’s information with respect to the 
project’s performance in meeting the teacher and parent training objectives” and “provided no 
additional information with regard to model classroom development or other information that 
might help clarify whether the project has achieved substantial progress or any reason for its 
failure to do so.”  OELA concluded, based on our preliminary audit results and DISD’s 
September 23, 2003 letter, that the grant “is not eligible for, and will not receive, a continuation 
award for its final budget period.” 
 
 
 
 
 
DISD did not concur with our finding and only concurred with a portion of Recommendation 2.  
DISD stated in its response, “[w]e base our disagreement on errors of fact and/or interpretation 
made in the report that affect the conclusions drawn, and also on documentation discovered since 
the auditors concluded their fieldwork.”  DISD stated, “[w]hen all relevant facts are assessed, 
they point to these conclusions:  (1) the district can support the overwhelming majority of the 
expenditures; (2) all the expenditures were spent in furtherance of the programs outlined in the 
grant; and (3) all of the expenditures were appropriate under the terms of the grant as modified.” 
 

RECOMMENDATIONS

SUBSEQUENT EVENTS 

DISD’S RESPONSE
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DISD further stated that the analysis of the overall delivery of grant services and products is 
seriously flawed because it overlooks changes in the grant program that were approved by the 
Office of Bilingual Education and Minority Languages Affairs (OBEMLA)5 and ignores the 
importance OBEMLA placed on DISD’s use of services and products provided by NCERF.  
Specifically, OBEMLA: 
 

• Required DISD to maintain NCERF at the center of the grant program; 
• Approved several aspects of the May 15, 2000, contract between NCERF and DISD; 
• Approved initial invoices submitted by NCERF which DISD had questioned; and, 
• Accepted the May 15, 2000, contract between NCERF and DISD as a modification of the 

grant.  The contract included an increase in the amount paid to NCERF from $190,000 to 
$300,000. 

 
DISD also disputed, “that only 17.67 percent of grant services and products were delivered in 
accordance with the grant application.”  DISD contends that it delivered a higher percentage of 
grant deliverables.  DISD states that teachers trained should be viewed as “units trained, not new 
teachers trained each year,” and “parent training should be viewed as units trained not individual 
parents;” therefore, during the grant period 147 teachers and 341 parents were trained.  DISD 
also stated, “twelve classrooms were actually implemented” and contends that the report double 
counts the model classroom deliverable when it asserts that all DISD sub-districts would have 
model classrooms by the end of the five-year grant.  Further, DISD stated the report entirely 
omitted the 227 students that attended the five-day camp held in three of the four years of the 
grant. 

DISD stated that $370,470 of unallowable costs consists of $223,670.76 paid to NCERF in 1999-
2000 for planning and preparation activities and educational supplies were clearly incurred with 
the knowledge and approval of OBEMLA and should not be questioned.  Unallowable costs of 
$146,798.80 (in the report this amount is $131,024.19) for services and supplies above the 
contracted amount included payments to NCERF in 2000-2001 and 2001-2002 to provide 
additional training days and technical support intended to foster a deeper understanding of the 
training approach needed for successful implementation of the grant.  The remaining 
unallowable costs included stipends for parents and childcare expenses for low-income parents 
that could not participate in parent activities if childcare were not provided. 

Lastly, DISD stated that $293,176 in payroll costs, of the $511,253 in unsupported costs, was 
appropriate, justified, and requested that questioned cost not be subject to recovery.  DISD 
agreed that the required semi-annual certifications were not obtained and corrective action has 
been taken to ensure program managers do not repeat this mistake.  DISD concurred that the 
$1,912 in other expenses was not supported.  Additional support, not previously provided to the 
auditors, was provided for $215,227 of the $216,165 in unidentified expenses. 

 

 
                                                 
5 OBEMLA is currently the Office of English Language Acquisition, Language Enhancement, and Academic 
Achievement for Limited English Proficient Students (OELA). 
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We reviewed DISD’s response and while we have not changed our finding, we did accept 
additional supporting documentation resulting in modifications to our recommendations. 
 
We disagree with DISD that our analysis of the overall delivery of grant services and products 
was seriously flawed.  In its grant application submitted to the Department, DISD identified 
specific grant services and products that it would deliver each year with the aid of its contractor, 
NCERF, if funded by the Department.  In its application, DISD proposed to the Department that 
in return for over $500,000 in Federal funds each year, it would deliver: 
 

• 60 pilot teachers trained (decreased to 30 teachers total for the first two years only); 
• 100 parents trained; 
• five model classrooms developed; and 
• expansion of these services throughout DISD so that at the end of the five-year grant, all 

eight sub-districts would have pilot teachers and model classrooms. 
 
Since DISD received grant funding for four years, DISD should have delivered four years of 
these grant services and products, which did not occur. 
 
The Department awarded the bilingual grant to DISD on August 31, 1999, based on a 
competitive process that included reviewing and evaluating not only the grant objectives, but 
also the contractor’s credentials and qualifications and how it was best qualified to fulfill the 
grant objectives.  After the grant was awarded, DISD requested to remove NCERF from the 
grant and proposed to fulfill the grant objectives in house.  OELA denied this request because it 
could not legally permit DISD to substitute with a significantly different project, since the grant 
was awarded largely on NCERF’s qualifications and credentials.  In a letter dated March 30, 
2000, OELA notified DISD of its decision stating, “to protect the integrity of that process, [we] 
must ensure that applications selected for funding carry out the project that were reviewed in that 
competition.” 
 
In that same letter (issued seven months after the grant should have been implemented), OELA 
requested DISD and NCERF “to make one final effort to determine whether they can agree upon 
an appropriate means to implement this project” or the “Department will have no choice but to 
take the necessary steps to end the funding of this grant.”  DISD and NCERF, both choosing to 
receive grant funding, reached an agreement in the May 15, 2000, contract.  OELA approved the 
contract on June 22, 2000.  DISD contends that the May 2000 contract increased the amount paid 
to NCERF from $190,000 to $300,000.  However, that statement is not accurate.  The initial 
grant application called for NCERF to receive $300,000 yearly ($195,000 in contractual services, 
$10,000 for an independent evaluator, and $95,000 for educational supplies).  The May 2000 
contract was amended again in December 2000 and called for NCERF to receive a total of 
$300,000 per year ($205,000 for contractual services and $95,000 for educational supplies). 
What did change in the modification to the initial grant application was that the first two years of 
the grant were collapsed into one year and the number of pilot teachers trained in the collapsed 

OIG’S RESPONSE
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year was decreased to 30, instead of the original 120 teachers.  Even with this modification, only 
20 pilot teachers were trained during the collapsed first two years. 
 
DISD, as the grantee, had the fiduciary responsibility to ensure that Federal funds were used for 
the purposes for which they were awarded and that all payments to NCERF complied with 
applicable statutes, regulations, and the approved grant application.  This responsibility included 
ensuring NCERF delivered the grant services and products identified in the application each 
year. 
 
During our review, we did not question the decision to collapse the first two years and to reduce 
the pilot teachers trained from 120 to 30 because of the initial disagreements that occurred 
between DISD and NCERF.  However, once DISD and NCERF signed a contract and started 
implementation of the grant, the agreed-upon grant services and products should have been 
delivered.  We realize that sometimes projects are slow to start and grant services and products 
delivered might be reduced during the first year of implementation, but improve the next year.  If 
improvement on the products and services delivered had occurred in the second and subsequent 
years, we would have taken that into account and given DISD credit.  However, we saw no such 
improvement.  Instead, we found that DISD and NCERF received Federal funds each year, but 
trained fewer teachers and parents than were required and developed no model classrooms. 
 
In its response, DISD disputed that only 17.67 percent of grant services and products were 
delivered and stated that 147 pilot teachers and 341 parents were trained, and 12 model 
classrooms were developed.  DISD also stated that the report entirely omitted the 227 students 
that attended the five-day camp held in three of the four years of the grant.  We concluded after 
reviewing all additional documentation including training sign-in sheets and supplemental pay 
forms provided by DISD, that DISD and NCERF trained an additional three pilot teachers for a 
total of 49 pilot teachers trained in four years of the grant.  DISD did not provide any additional 
documentation to support its statements that 341 parents were trained and 12 model classrooms 
were developed.  Although DISD claimed that 12 classrooms were actually implemented, DISD 
was unable to produce even one classroom when the auditors requested to visit one.  
Additionally, DISD contractually limited NCERF’s services to a total of four schools, all in the 
same sub-district, which was not approved by OELA officials.  This limitation prevented the 
expansion of the bilingual grant services throughout DISD, as proposed in the approved grant 
application. 
 
Further, the report did not omit the 227 students that attended the five-day camp held in three of 
the four years.  We allowed the expenses associated with the five-day camp, but we did not count 
these camps as teacher or parent training sessions.  These camps were not shown on the grant 
application as deliverables nor as teacher and parent training activities.  These camps were 
designed to benefit the LEP students.  Although teachers and parents participated in these camps, 
they needed to have been trained before attending.  In the grant application, DISD stated, “A 
Think-campreneur will be provided to LEP students each summer.  The camp will engage 
students in a variety of brain-based thinking and learning activities to improve their thinking 
skills; develop math, language and other content skills; and develop workforce readiness 
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skills . . ..  The Think-campreneur will thus provide additional opportunities for ‘model 
classroom’ teachers and Parent Coaches to use the mediated learning and think-coaching 
strategies that they developed during Think-coach and Think-parents are powerful training. . ..” 
 
We disagree that teachers trained should be viewed as “units trained, not new teachers trained 
each year,” and “parent training should be viewed as units trained not individual parents.”  In the 
grant application, DISD stated the intent of the grant is to improve the linguistic and academic 
needs of LEP students.  To accomplish this, DISD proposed that NCERF would train teachers of 
LEP students, as well as parents of LEP students, so that the parents could help the LEP students 
at home.  DISD also proposed development of model classrooms to provide technical assistance 
to these teachers and students.  Finally, DISD proposed that the training would be expanded to 
teachers and the parents of the students in other sub-districts, resulting in all DISD sub-districts 
having pilot teachers and model classrooms by the end of the grant for the use of future LEP 
students.  To ensure the grant was successful, DISD needed to (1) train different teachers and 
different parents each year, (2) establish model classrooms throughout all sub-districts, and (3) 
disseminate the grant services through all sub-districts.  The Department did not award this grant 
to train the same teachers and parents each year; to only have the grant services available in four 
schools in one sub-district, and to not have any model classrooms developed.  The Department 
awarded the grant to be used as specified in the grant application, which did not occur. 
 
We also disagree with DISD that the $223,671 of the $370,470 in unallowable costs paid to 
NCERF in 1999-2000 for planning and preparation activities and educational supplies should not 
be questioned.  In its grant application, DISD stated that 60 pilot teachers and 100 parents would 
be trained and five model classrooms would be developed by the end of the first year.  There was 
no mention in the grant application that DISD needed a year for planning and preparation 
activities.  If DISD and NCERF needed a year of discussions and preparation, then DISD was 
premature in submitting a grant application to the Department.  Because of the competitive 
process and limited funding, not all applicants are awarded a grant.  By applying for a grant they 
were not ready to implement, DISD and NCERF potentially prevented another applicant from 
receiving this grant funding.  In addition, DISD, as the fiduciary agent, paid $118,200 in invoices 
at the end of the grant year and was well aware that these grant services were not provided by 
NCERF.  Also, since no training was provided and no model classrooms were established that 
first year, educational supplies of $100,000 and additional payroll costs of $5,471 were not 
needed and, therefore, were unallowable. 

We reviewed all additional supporting documentation provided by DISD for the $146,798 (in the 
report this amount is $131,024) in unallowable costs for services and supplies above the 
contracted amount, including payments to NCERF to provide additional training days and 
technical support.  DISD was unable to support that additional training was provided.  Even if 
the additional training days had been supported, we disagree with DISD that an additional 
$81,801 should be paid to NCERF since it failed to provide the training and technical support to 
all agreed-upon teachers and parents and still received the full amount allotted by the grant.  We 
also disagree that $35,723 in additional educational supplies was necessary for the grant since 
$100,000 in supplies were purchased the first year of the grant, and no training was conducted.  
Those supplies should have been used in the subsequent years when some training did occur and 
the grant not double billed for supplies that were already purchased.  For the remaining $13,500 
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that exceeded the contracted amount, DISD did not provide any additional supporting 
documentation. 
 
We reviewed additional support for the $15,775 in parent stipends and childcare expenses.  
Originally, we considered $4,817 of the $15,775, to be unallowable day care service expenses 
because DISD could not justify that the day care services were provided for grant activities.  In 
its response, DISD provided additional documentation (purchase orders) to support that day care 
expenses were paid; however, DISD did not have sign-in sheets or time sheets to support the 
amount paid.  Therefore, we now consider the $4,817 as unsupportable costs.  DISD did not 
provide any additional support for the remaining $10,957.  Stipends and daycare expenses 
related to a math institute were not allowed because the math institute was not a part of the 
bilingual grant. 
 
DISD concurred that the $1,912 in other expenses was not supported. 
 
We disagree with DISD that the $293,176 in payroll of the $511,253 in unsupported costs was 
appropriate, justified, and that the questioned cost should not be subject to recovery.  We 
acknowledge that the failure to obtain the required semi-annual certifications appeared to be 
from a misunderstanding regarding an Ed-Flex statewide administrative waiver and DISD said it 
has taken corrective action to ensure its program managers will not repeat this mistake.  
However, these certifications are mandatory and we are still questioning all $293,176. 
 
Finally, we reviewed all additional supporting documentation provided by DISD for the 
unidentified grant costs.  DISD claimed that it provided additional support for $215,227 of the 
$216,165 unidentified grant costs shown in the draft report.  However, we determined only 
$63,426 of the grant costs to be adequately supported by the new documentation.  We 
determined $17,666 of the $215,227 to be unallowable because the new support documentation 
disclosed that the amount was for stipends paid to parents who attended the math institute or who 
did not have a child in the program, and teachers who were not pilot teachers.  Stipends related to 
the math institute were not allowed because the math institute was not part of the bilingual grant.  
DISD did not provide any additional support for the remaining amount of $135,073. 
 
 
 
 
 
Our audit objectives were to determine whether DISD (1) delivered the services and products 
specified in the approved grant application, and (2) properly accounted for and used the 
Bilingual Education - Systemwide Improvement Grant funds in accordance with the: 
 

• ESEA of 1965, as amended by the IASA of 1994; 
• 34 C.F.R. Parts 75 and 80; 
• Bilingual Education - Systemwide Improvement Grant terms; and 
• Cost principles in OMB Circular A-87. 
 

To accomplish our objectives, we— 

OBJECTIVES, SCOPE, AND METHODOLOGY 
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• Reviewed applicable Federal law and regulations; 
• Reviewed the State of Texas’ Audit Report for the year ended August 31, 2002; 
• Reviewed DISD’s Bilingual Education - Systemwide Improvement Grant Application 

and Budget Narratives; 
• Reviewed Bilingual Education - Systemwide Improvement Grant Performance Reports 

for the 2000/01 year, the 2001/02 year, and the 2002/03 year; 
• Reviewed the May 2000 contract and the December 2000 contract amendments between 

DISD and NCERF; 
• Reviewed DISD’s payroll records, accounting transactions, and invoices and other 

documentation supporting: (1) all expenditures charged to and (2) all services and 
products delivered by the grant from September 1, 1999, through August 31, 2003; 

• Reviewed NCERF’s payroll records, accounting transactions, and invoices and other 
documentation maintained by NCERF: (1) to justify the contractual services fees paid to 
NCERF by the grant, and (2) to support all services and products delivered by NCERF 
from September 1, 1999, through August 31, 2003; and 

• Interviewed NCERF’s President and CEO and various DISD officials. 
 
To achieve our audit objectives, we relied primarily on written documentation from DISD and 
NCERF to support grant expenditures and deliverables.  DISD officials provided computer-
processed data only to support grant stipends paid to teachers and parents.  We verified the 
completeness of this data by comparing source records to computer-processed data, and verified 
the authenticity by comparing computer-processed data to source documents.  However, after 
performing these limited data reliability tests, we noted several discrepancies that cast doubt on 
the data’s validity.  We concluded that the data was not sufficiently reliable to be used in meeting 
the audit’s objectives.  However, when this computer-processed data is viewed in context with 
other available evidence, we believe the opinions, conclusions, and recommendations relating to 
grant stipends paid to teachers and parents in this report are valid. 
 
Our review covered September 1, 1999, through August 31, 2003, which are the four completed 
years of the five-year grant period.  We conducted our fieldwork at DISD’s Administration 
Building, Dallas, Texas from August 4, 2003, through August 15, 2003; and at NCERF’s office 
in Danbury, Connecticut from September 9, 2003, through September 17, 2003.  We discussed 
the preliminary results of our audit with DISD officials on August 15, 2003.  An exit conference 
was held with DISD officials on January 21, 2004. 
 
Our audit was performed in accordance with generally accepted government auditing standards 
appropriate to the scope of audit described above. 
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As part of our audit, we reviewed all costs charged to the grant, and performance data relating to 
grant deliverables for the four-year grant period.  Therefore, it was not considered necessary to 
assess DISD’s management controls over the bilingual grant.  However, our review disclosed 
weak management controls, which adversely affected DISD’s ability to administer the bilingual 
grant, and resulted in significant non-compliance with Federal regulations, grant terms, and cost 
principles.  Those weaknesses and their effects are discussed in the AUDIT RESULTS section of 
this report. 
 
 
 
 
 
Statements that managerial practices need improvements, as well as other conclusions and 
recommendations in this report represent the opinions of the Office of the Inspector General.  
Determinations of corrective action to be taken will be made by the appropriate Department of 
Education officials. 
 
If you have any additional comments or information that you believe may have a bearing on the 
resolution of this audit, you should send them directly to the following U.S. Department of 
Education official, who will consider them before taking final Departmental action on this audit: 
 
  Jack Martin 

Chief Financial Operating Officer 
  Office of the Chief Financial Officer 
  U.S. Department of Education 
  400 Maryland Avenue, S.W., Room 4E313 

Washington, DC 20202 
 
  Maria Hernandez Ferrier 
  Deputy Under Secretary and Director of the Office of English Language 
  Acquisition, Language Enhancement, and Academic Achievement for 
  Limited English Proficient Students 
  U.S. Department of Education 
  400 Maryland Avenue, S.W., Room PCP-10087 
  Washington, DC 20202 
 
It is the policy of the U.S. Department of Education to expedite the resolution of audits by 
initiating timely action on the findings and recommendations contained therein.  Therefore, 
receipt of your comments within 30 days would be greatly appreciated. 

 

ADMINISTRATIVE MATTERS 

STATEMENT ON MANAGEMENT CONTROLS 
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In accordance with the Freedom of Information Act (5 U.S.C. § 552), reports issued by the 
Office of Inspector General are available to members of the press and general public to the extent 
information contained therein is not subject to exemptions in the Act. 
 
If you have any questions or wish to discuss the contents of this report, please contact me, at 
214-880-3031.  Please refer to the control number in all correspondence related to this report. 
 

Sincerely, 
 
 
       /Signed/ 
       Sherri L. Demmel 

Regional Inspector General 
   for Audit 

 
 
Attachment A - Schedule of Questioned Costs 
Attachment B - DISD's Response 
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BILINGUAL EDUCATION – SYSTEMWIDE 

IMPROVEMENT GRANT 
SCHEDULE OF QUESTIONED COSTS 

SEPTEMBER 1, 1999, THROUGH AUGUST 31, 2003 
 

Category Non-
Performance of 

Grant Costs 

Unallowable 
Costs 

Unsupported 
Costs 

    
Non-Performance 
of Grant 

$970,5571   

Contractual 
Services 

 $213,5012  

Educational 
Supplies 

 $135,7233  

Payroll  $    5,4714 $293,1764 
Other Operating  $  10,9575 $    6,7295 
Unidentified 
Grant Costs 

 $  17,6666 $135,0736 

Total $970,557 $383,318 $434,978 
 
Non-Performance of Grant: 
1 -- $970,557 -- We calculated the unduplicated questioned costs for the non-delivery of grant 
deliverables as follows: 

o Grant Drawdowns from Sept 1, 1999 – Aug 31, 2003     $2,004,361.54 
o Total Unallowable          ($   383,318.00) 
o Total Unsupportable          ($   434,978.00) 
o Total             $1,186,065.54 
o 81.83% for Non-Delivery of Grant                 x       81.83% 
o Total Unduplicated Costs          $   970,557 

 
If any of the costs questioned in Recommendation #2 are allowed, the amount allowed should be 
reduced by 81.83% due to non-delivery of grant services, and the same amount should be added 
to the costs questioned in Recommendation #1. 
 
Contractual Services: 
2 -- $213,501 

1999/2000 -- $118,200 -- Questioned full amount for the year because contractual 
services were not performed by NCERF during the year. 
2000/2001 -- $81,801 -- Questioned amount above the contracted amount of $205,000. 
2001/2002 -- $13,500 -- Questioned amount above the contracted amount of $205,000. 
2002/2003 -- $0 -- No questioned costs for this year. 
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According to OMB Circular A-87, Attachment A, Paragraph C, Subparagraph 1.j. (1997), to be 
allowable, costs must be adequately documented.  Also, OMB Circular A-87, Attachment A, 
Paragraph C, Subparagraph 1.d. (1997) states the grant must “[c]onform to any limitations or 
exclusions set forth in these principles, Federal laws, terms and conditions of the Federal award, 
or other governing regulations as to types or amounts of cost items.” 
 
According to the signed contracts between NCERF and DISD, NCERF would be paid $205,000 
for consultant services for each year of the grant.  However, there are instances in which NCERF 
was paid more than the contracted amount. 

 
Educational Supplies: 
3 -- $135,723 

1999/2000 -- $100,000 -- Questioned full amount for the year because no grant services 
were performed that required the purchase of educational supplies during the year. 
2000/2001 -- $35,723 -- Questioned full amount above the contracted amount of $95,000; 
also questioned costs not allowed by grant. 
2001/2002 -- $0 -- No questioned costs for this year. 
2002/2003 -- $0 -- No questioned costs for this year. 

 
According to the signed contracts between NCERF and DISD, NCERF would be paid $95,000 
for supplies for each year of the grant.  There are instances in which NCERF was paid more than 
the contracted amount and the grant funds were used to pay for supplies for a math program that 
was not authorized by this grant. 
 
Payroll: 
4 -- $    5,471 -- Unallowable 
       $293,176 -- Unsupportable 

1999/2000 -- $5,471 -- Questioned full amount for the year because no grant services or 
products were delivered during the year. 
2000/2001 -- $126,443 -- DISD failed to obtain the required semi-annual certifications 
for full-time employees of the grant. 
2001/2002 -- $110,006 -- DISD failed to obtain the required semi-annual certifications 
for full-time employees of the grant. 
2002/2003 -- $56,727 -- DISD failed to obtain the required semi-annual certifications for 
full-time employees of the grant. 

 
According to OMB Circular A-87, Attachment B, Paragraph 11.h(3) (1997), “Where employees 
are expected to work solely on a single Federal award or cost objective, charges for their salaries 
[including fringe benefits] and wages will be supported by periodic certifications that the 
employees worked solely on that program for the period covered by the certification.  These 
certifications will be prepared at least semi-annually and will be signed by the employee or 
supervisory official . . . .”  DISD did not obtain the certifications; therefore, we questioned the 
full amount of payroll for the first year as unallowable costs and for the last three years as 
unsupportable. 



 Attachment A 
 Page 3 of 3 
 

 

Other Operating: 
5 -- $10,957 -- Unallowable Costs 
       $  6,729 -- Unsupportable Costs 

1999/2000 -- $0 -- No questioned costs for this year. 
2000/2001 -- $7,631 -- Expenses not allowed by the grant including stipends paid to 
parents and catering services for math training; and questioned costs of $6,729. ($4,817 
in day care services that was unsupportable because DISD failed to obtain the necessary 
documentation, and $1,912 that DISD agreed in its response was unsupported). 
2001/2002 -- $1,800 -- Questioned full amount because expense not allowed by grant. 
2002/2003 -- $1,526 -- Questioned full amount because expense not allowed by grant. 

 
DISD failed to obtain the necessary receipts to support the costs paid for by the grant.  DISD also 
used grant funds to pay for costs not allowed by the grant (i.e., daycare services and math 
backpacks). 
 
Unidentified Grant Charges: 
6 -- $135,073 – Unsupported Costs 
       $  17,666 – Unallowable Costs 
 
We originally reported the unidentified grant charges as $216,165.  In DISD’s response to the 
audit, DISD provided additional information to support some of the costs we were unable to 
previously identify.  After review, we adjusted the report to state that DISD provided support for 
$63,426, $135,073 is unsupported, and the remaining amount of $17,666 is unallowable. 
 
 
Summary:  The total unduplicated questioned costs are calculated as follows: 
 
Non-Performance of Grant Deliverables (Recommendation #1): $   970,557 
Unallowable Costs (Recommendation #2):    $   383,318 
Unsupportable Costs (Recommendation #2):    $   434,978 
 
 Total Unduplicated Questioned Costs   $1,788,853 
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